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Dear Mr. Chairman: ' RELEASED

In a meeting with your staff today, we were asked to supply
additional information relating to apprOVal of the application for
chaltcr by tEE‘ETH@EdﬁIe Nagional.Bank of Minnetonka, Minnesota--—

i Spec1£1cally, did the Comptroller and the Deputy Comptroller of the
Currency associate newspaper articles appearing about August 1 re-
lating to Kenneth Dahlberg and the $25,000 contribution to the
Committee for Re~Election of the Pregident with the fact that
Mr, Dahlberg was named as a director of the bank in its appllcat101
which was then pending, ’

val

- We were informed by the Comptroller that he may have read the
press accounts in early August but that, at the time he reviewed
and approved the application for the Ridgedale National Bank, he
was unaware that one of the proposed directors had been linked in
the press to the $25,000 contribution. The Deputy Comptroller also
-told us that he read the press stories in early August but did not
associate the name, Dahlberg, or the contribution with a proposed
dirvector of the Ridgedale National Bank.

As mentioned during our meeting today, there was an inadvertent
omission from our letter, of October 26, 1972, to you. The words
“Mr, Dahlberg or'' should have appeared after the word '“by" on page 8,
paragraph 3, line &,

1f we can be of further assistance, please advigse use

¢
Sincerely Yyoutrs,

. ‘ RF.XELLER

: Comptroller General .
. opuly
: XD PR of the United States

]

v - ’

é\/ The Honotable Wright Patman, Chairman H d?av
Committee on Banking and Currency
House of Representatives
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Peayx My, Chaimman:

Your letters of Cctober 4, 1972, and October 10, 1972, requested
us to conduct an invastigation into various financial aspects of the
Republican campaign financing particularly es they relate to the

- Watergate case and to the banking system of the United States. OQur

letter to you dated Cetober 11, 1972, outlined some of the steps we
were taking to comply with your raquest and the results of our review
&ve summarized belovw.

s

L3 stated in our letter to you dated October 11, 1972, our report
of August 26, 1972, by the Offic2 of Federal Elections includnd essen-
tially all the information available to the Office of Federal Elcctions
at that time with respect to the four Mexican bank chocks totaling
$89,000 and the Kenneth Dahlbery cashiers check for $25,000, the polit-
icel contributicns which were the subject of your letters. Thias report
was based on information waich could be obtainad vnder authority of the
Federal ELlection Canpaign Act of 1971, which became eifcctive on
dprpil 7, 1972, and was not vetroactive in its application.

PLICATION OF RIDGEDALE PATIONAL LANK

In reviewing the procsdures followed by the Couptroller of the
Currency in approving an application for the Rideedale Mational Bank
at Minnetonka, Minnesota, we requested the Comptyoller of the Currency
to meke available to us all f£iles, memorandums, and correspondence re=-
lating to the Ridgedale Mational Bank and to the applications for any
other National bank charters which in our opinion were necessary to
enable us to carry out our review. Ye also requestea that wa be pro-
vided with the namnes and titles of all Comntroller of the Currency
employees who were involved im processing and epproving the Ridgedale
Hational Benk's epplication.

By letter dated October 12, 1972, the Couptroller of the Currency
stated that his office would make availeble their complete files on the
Ridgedale National Dank application and hs listed the names and job
titles of all employces involved in approving the application of the

Ridgedals National Bank. The Comptroller did not specifically state in

his letter vhether the application files for other lational bank chartera
would be weda available to us, dowever, officials of the 0ffice of tha
Comptroller aqveed verbally to mare available any files we wanted on
other applications for Hational bank charters. .
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During our review, we examined the Coumptroller of the Currency

* £ilcs on the Ridsedale National Fank and two other recent applications
for National benk charters in Minnesota. We hald discussions with all
Comptroller of the Currency personnel involved in processing the Ridge-
dale National Bank application, and with the Commissioner oi Banks for
" the State of Minnesota. 4Ye also analyzed data furnished by the Coup=
troller of the Currency on the emount of time required to process and
approve or disapprove applications for iational bank charteys sincs
January 1967.

W&MQ sure

dn cansddayinn roanlicagions fogﬁ

in conducting an investigation of an application for a Hational
bank charter, the primary factors affecting the decision whether to
epprove or disapprove the epplication include the following:

l. Is there adequate capitalization?

2. 1s there adequate banking exparience wveflected in the
propogsed board of directors and/or in top bank manage-
ment positions?

3. The proposed board of directors--are they successful,
competent persons of integrity and honesty?

4. 1s there an adequate population to support the bank or
will anticipated population growth result in the need
for the banky

5. Does it sppear likely that the proposed bank will be
able to carry out a successful and profitable banking
activityt and

6. Is there an "over-banked" situation, f{.e., are thers
elready too many banks, or will another bank result in
there being too many banks? : =

, - Our review of the files on the Ridgedale Mational Bank and the
"H.nnetonka National Bank both located in Minnetonka, Minnesota, and
the Shelard lNstional Dank, St. Louis Park, Hinnesota, shoved that the
primary factoss evaluated in each application appeared to be the sama.

-
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For exomple, in each of these thrae cases, the population and the
expected population growth of each area where the bank was to be
located was evaluated in velation to the exzisting banks in the area
end the need for additional banking facilities.

Ouyr review aslso gshowed that the procedures used in reviewing &n
epplication for a Hationzl bank charter genecrally are as follows.
After an application for a ilational bank charter has been filed with
the field office of the Comptroller of the Currency, & bank exsniner
performs an investigation inguiting into the factors discussed above.
The examination includes independent checking and verification of the
data and claims made by the banx's proposed directors. After the bank
exaniner has completed his investication, he mskes his report tocether
with a recommendation for approval or disapproval to tha Resionsl Conmp=
troller of the Currcney. If an interested party so requests in writing,
& hearing will be held et vhich time interested persons may present
evidence and arpuuents in favor of or opposed to the prooosed naw bank
charter. A vecord is made of any hearinps held, and this record is
wade a part of tho official applicaticn file.

After evaluating the bank examinerfs report and recommendation and
other information in the £ile, the Regional Comptroller of the Currency
or his designes forwards the f£ile to Washington together with his com-
ments end recormended approval or disapproval. The Divector of the
Bank Organization Division and the Senior Economist in Hashinzten then
raview the file and make their comments and recommended decisions.

Tha application f£ile, togzether with written comments and reccom=
wended decisions, is then revicwed by the Deputy Comptroller of the
Currency wao adds his comnents and recomnmended decision to the £ile.
The entire file is then forwarded to the Comptroller of the Currency
for his £inal approval or disapproval of the application.

’

Qur review of the three files (Ridoedale Hational Bank, Minnetonks
Hational Bank, and Shelard Hational Dank) showed that the same general
procedures wery followed in processing cach application. Formal hear-
ings were not held in connection with the Ridgedale Hational Bank's
application but were held in coanecticn with the applicaticn of the
Hinnetonka Mationsl Bank and the Shelard lational Sank. OGf£icials of
the Comptroller of the Currency said that hearincs were not held on tha
Bidgedale application because no interested party requested that hear-
ings be held.
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Qur revicw of the file showed that seven banks sent letters to
the Regional Administrator of Hational banks protesting the application
of the Ridzedale liational Bank, Tuo of these prutesting banks indie-
cated in their lettevs that they wished to be advised 4f hearings were
held on Bidgedale Hational Zank's application., The f£ile also showa
that these two bankes were infcrned by the Deputy Regional Administrator
of Naticnal Benks that hearinzs bad not been SCncuuled because no one
hed requested that hearings bte held. Our review of the £ile confirmed
that there was no record of an interested party having requested a
hearing.

Ye also observed that, in the case of the Ridpedale Hational Bank,
the Office of the Comptroller ¢id not correspond with the personal
vafevences given in the application by the propesed dircetors but that
in thz ecase of the Hinnetonka National Bank and the Shelavd iiational
Bank, the personal reierences given by the proposed directors were
asked to comnent on the suitability of the proposed directors to act as
bank directors.

Zize xeaniyed to. prngess gpplicafinna

Qur review showed that the application for the Ridgedale National
Bank was received on Hay 26, 1972, and that the gpplication was approved
on August 22, 1972--87 days later. Based on infomaction furnisbed by
the Cifice of the Comptroller, the Comptroller of the Currency since
January 1667 has approved ov disaﬁprpvcd & total of 397 applications,
excluding epplications withdrawn f£rom consideration by the applicants,
The time recuired to process these applicecions ranged from 2 to 1,089
days. (Thare ware three applications approved on an esergency besis
within a vary short period of time; one within 2 days; one within 3 days;
and one within 5 days. Those emergency situacions involved existing
banks in distrvus belag taken over by newly chartared banks.) The
average tiue requiraed to process these 397 applications was 182 days.
flso, there were & total of 29 banks winose appllcations were approved
within 87 days or less.

Wo asked officiels of the Offfce of the Comptrolier why the a;pl£°
cation for the Ricredale kational Bank was processed se¢ mucn faster
than the asverace time vequired to process all 3297 applications. He
ware infomeed that the primary reason fovr the diiference is the fact
that the Minneavolis Oifice of Renfonal Administrator of Kational Danks
has a relatively lightet uworkload than othar field offices and that, as
& result, this field office is able to process applications for MHational
banlk charters faster than many other fiold ofiices.

-l -
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Qur review confirmed that the Minnaesots field office processes
epplications for Hational bank charters faster than the national
everage time, Since January 1967, the hinnesota field office has
processed 24 applications for Rational bank charters. The Ifollowing
shouws the range of the number of daya used by the Minncaota £ield
office to process 24 epplications since January 1967, as well as ths
eean (simple avorage) eand ths medien (the wid-point in & listing
arranned in ovder Irom the smallest number to the larcest numbaer).
Ths date is arrasged to show separate data for spplications on which
hearings vere and were not hald,

Pava xeonirsd to nroeess soniications

Cases with Cases with &1L

ne.hoanings.  hesxisgn. £ASES.
Rsnge of days & 3.227 101-340 Y2300
Mean number of days : 113 182 133
Hodian nusber of days 112 153 115

Officials of the Office of the Comptroller also informed us that
another factor contributing to the expeditious processing of the Ridge-
dale Haticnal Bank's application was the fsct that the proposed directors
of the Ridgedale Hational Bank were the directors of another iHational
bank. They ssid that this contributed to expeditious processing of
Ridgedale Hational Bank's application in two ways (1) certain facts were
&lready knovn about the proposed directors because they had previously
been investigated by the 0f£fice of the Comptroller of the Currency and
it was elrecdy knoun that these persons ware gualified to ect as directors
of & NHational bank and (2) since the proposed directors already had '
certain cxporience in dealing with the Office of tha Comptroller, they
probably knew what information and evidence was required fo be submitted .
with the application thereby wininizing the time requived to obtain addi-
tional ox clarifying infomstion. ‘ 4

L 4

Includes one emergency bank organization. Excluding the
emergency case, the range would begin at 69 days.
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Reasong for erontineg charter

in your letter of Cctober 4, 1972, you asked us to deternine,
as nearly as possible, the reasons for the granting of the charter
to the Ridpedale National Eank.

Our veview of the file showed that the application was approved
after considering the factors previously mentioned, but in swumary,
the two primary veasons for approving the application were as
follows: ]

1. The bonk is to ba located in or adjacent to a lavge

shopping center under cevelopment and it was believed

that this shopping center togetber with the trade it

would generate, would support a commercial banking

operation:; .

2. The orgenizers (proposed directors) were considered to

be successful, respected, responsible business men with
succeesful banking cxperience and the proposed capital
base was adequate to gerve as 8 sound financial base
for a new bank,

Our veview did not disclose any other factors which gppeared to
influence the approving of this application.

As noted previously, seven banks protested the approval of
Ridgedale Hational BDank's application. Two of these seven banks
were the lBnnctonka hational Lank aud the Shelard Lational Bank-—
vhose application files we reviewed. The liinnetonka Hational Bank
application vas weceived on Decenber 23, 1971, and was approved on
dnoust 22, 1972, a period of 242 days. Cur veview of the file
indicated that processing of tuis application was delayed from
March 2%, 1972, to Auusust 22, 1972, because the orranizers were
required to provide additional information to substantiate their
application. Alsgo, two nev proposed bank directors were added to
the eriginally proposed board of directors,; and additional time was
vequired to investigate these two proposed directors. =

The Shelard Mational Bank application was received on March 9,
' 1972, and was approved on June 21, 1972, a pexriod of 103 days.

' Hearinss were held on the applications of both the Shelard Hational
Bank and tle iinnetonka Hational Bank.
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The Ridredale National PBank £ile showed that the protegt of

the Minnetonka lational Zank was considered in reviewing the Ridpe-—

dale liational Bank applicacion, The HMinnetonka lational Bank was
to have beon located about 6 miles distant f£rom the Ridgedale bank
end the !innetonka liational Bank was to have an initial capital of
$1,015,000. According to the Ridecdale National Dank file, the
scxvice avcas of the Ridoedale liational Bank and the Minnetonka
Hational Dank would overlap, but the two banks would not be in
diveet comnetition with one another. The bank exaniner concluded
that the Ridzedale lizationzl Bonk application had more merit cue to
its larger initial copitalization ($2 million) and its preferable
location, lLia also conciucded that bath banks could survive if both
opplicstions were approved. | )

The Ridredale llational Bank file also showed that the protest

of the Ghelard lational Rank was considered in reviewing the Ridge~-

dale LNational Bank application. The Zhelard Hational Lonk was to
ba located just 2-1/2 miles avay from the Ridsedale Hational Zank
glte, The bank exgainer decidad, however, that a bank was necded
in the stopping ceater vhere the Ridnedale Hationmal Bauk was to be
located, Also, at the time they filed their application, the
organizers of the Shelard Hational Dank were avare of the expected
Ridgedale lational Dank applicstion. On this basis, the bank
exgminer concluded that the protest of the Shelaxd Hational Bank
had little merit.

Possible connection . botween political
contribvtions aud gooroval or bank aoplication

In your letter of Cetober 4, 1972, you asked us to determine,
as nearly ag possible, tle connection botween political contribu-
tions node by Messrs. Diayne Andreas and Kennech Dahlberpg to any

procedures or actlons taken on the application of Ridgedale Hational

Bank.

Iy

A
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Our review of the files mske available to us showed no ladication
that any representatives of the Office of the Comptroller of the Cur-
" rency were aware of the role of either Mr. Andreas or Mr. Dohlberg in
connection with the $25,000 political contribution., We discussed this
matter with tha Comptroller of the Currency, tho Deputy Coaptrollay,
and the other vepresentatives of the Office of the Comptroller wiw
participated in processinz this application. Each of these officials
stated that, at the time they veviewad and approved tha subject appli=-
cation, they were unaware of the allegations connecting either
Mg, Andreas or Hr., Dohlberg to the $25,000 politiecal contribution.

B
In applying for a Bational bank charter, each proposed divector
of the bank must complete fomas giving certain inforaation such &s
asgets, lisbilitiea, income; job history, etc. The epplication fomus
also provide space for tha proposed bank directors to list personal
references.

During our review, we noted that Mr. Dahlberg pave &s his personal

references the namess of two promineat Republicans, iNr. laurice Stans
. and Hr. Clarxk ilscGrepor, topethor vith the name of a vesident of
Hinnesots, We noted, howasvor, that the file om the Aidjedale liational
Bank did not contain eny letters of reference or any other evidence that
the personal velerences listed by eny of the other proposed directors
of the Ridzedale Hational Eank had been contacted. He also observed
- that the perscnal references listed by the proposed directors of the
Mimnetonka Hational Bank end the Shelard Rational Bank had been contacted
and asked to give a personal reierence.

Ye discussed this matter with officials of the Office of the
Comptrollier of the Currcacy, and we were informsed that personal references
i1i{sted by proposed directors on the application form are not asked to
give a reference if the proposed divectors are alresdy serving as a
dircetor of snother liational bank. Tha officials inforned us, and our
teview of the Ridoedale Vaticnal Bank f£file confirmed, that each of the
proposed directnrs of the Rid-zdale National Dank was serving as the
director of another iational bank in MHinncsota.

~ Comptroller of ths Currency officisls explained that if a person is
gerving as & director of & National bank, his pevsonal references have
been checked previously. In this connection, ve noted that, in his
memovandunr of July 17, 1972, transmitting the Ridgedale Fational Bank
¥

- -

- -
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application file to Washington, the Deputy Regional Administrator
stated, in part, that "Based on our existing knowledsze of the organizers,
and their established reputations &s well as that of the references
uitich they have given, reference letters were not requested.”
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REVIES OF RECCRDS OF CACT VITHDRAUALS AND DTPOSITS

Your letter of Cctober 4, 1572, vequested that we determine
whether comacrcial banks, the Fedoral Reserve District Banks, and
tha Internal Revenue Service have subnitted and/or maintained the
recovds required by law and yeosulation on any cash withcrawals in
connection with certain transactions noted in your letier or any
other transactions involving the I'inance Committee to Re-ilect the
Pregicdent, As we advised you on Uctober 1l 1972, we wrote to the
Chairman, Doard of Covernors, Federal Reserve System, and the
Secrctary of the Treasury reguesting access to the necessary
vecords fov the period January 1, 19725 to June ?Og 1972, in orger
that we could comply with your request,

On Cctober 17, 1972; we were advised by the Chairman of the
Board of Governorsy Federal Reserve System, that the only records
relating to cash deposits and withdrawals veceived by district
banks during tiils period were ryeports of currency transactions
gubnitted by {inancial institutioms on Form TCR-l. He acvised us
that these reports were not keot by the Federal Reserve District
Banks but were shipped to the Internal Revenue Serxvice.

On October 16, 1972, the Secretary of the Treasury advised us
that the records for the period from January 1, 1972, to June 30,
1972, vequired by Part 102 of Title 31 of the Code of Federal Regula-
tions {TCR~1's) were in the field oiiices of the Interaal Kevenue
Seyvice and designated an official on his staff who could bs con=-
gacted to secure access to these records, On Lctober 18, 1972, we
. $nforned your oifice that the gecretary of the Treasury tad agreed
to make the reports of currency transactions available to us and
rvequested instructions as to the reports cnd namcs to be checked.
Your office advised us that we were to review the reports Lrou banks
in Florida and Texas and we were fuynished the nanes of 10 individu—
als to check for cash transactions with Florida banks and 20 nanes
to check for cash transactions with Texas banks, ’

-

On October 18, 1972, we made arrangements for our Dallas andy
Atlanta Recional GEfices to exanmine the TCR-1%s for Florida and
Jexas. we wore advisced, bouever,; on Lctober 19, 1972, that the
Comnissioner of Intemal Hevenue service, anparently without the
knowledse of the Uf£fice of the Sccretary, had ordered copies of
all the TCh-1*g for the period January 1, 1972, to June 30, 1972,
sent to the Internal Revenue Service in washington, D.C. The coples

y
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of the TCR-1%s were then sent by IRS to the Main Treasury Riilding
vhere they were made available to us. Ve were advised by an IRS
official that before the copies of the TCR-1%s were sent to the

Main Treasury Puilding they were sorted to place them in aiphabeti-
cal order by surnamz of the individuals invelved in the trancactions
end that one tax return had been deteched from one of the TC2-1's,
le assured us that none of the TCR-1's had been removed beiore

they were sent to the liain Tregsury Building for our review,

We exgnined the 1,208 copies of the TCR~1f%s submitted by the
Jacksonville Distriet of IRS (vhich should ineluce all veports for
Florida) and the 190 aud 354 submitited by the Austin and Dallas,
Texas, distyrictse.resgpectively (which should includa all reports
for Texas), for the poriod from Jeonuary 1, to June 30, 1972, Theze
were no TCR-1%s for any of the nancs we obtained froam your stafi.

Our veviaw of these reports indicates that either the First
Bank and Trust Company of Poca Ration did not comply with the
regulations in effect prior to July 1, 1972, for the filing of
these forms or, if they wers filed, they vere not forvarded to us
for examination., 1his conclusion is based on the fact that we
found no TCi~-1's for the exchange by Kenneth Lahlberg of $25,000
in currency for a cashicrts ciocck on April 10, 1972, as described
in the Azcust 26, 1872, report of the Uffice of leceral Elections
of the General Accounting Gf£fice concerning vhe Finance Comalttce
to Re~Elect the President. Also, we found no TCR-1 reporis by the
Republic Hational Bank of Miami, the bank at which Zernard Barker
maintained an gecounts as noted in our August 26, 1972, report,

7

ATTERMTS TO CCETACT HESSRS, ALLE! AR FTAYIS

Your letter of October 10, 1972, requested that we contact -
Mr, Robert Allen of Houston, Texas, and his attorney Mr, Richard
flaynes in connection with the financial affairs involving the so~ »
called Watergate incident, '

4

Your office furnished us with tir. Hayner telephone number in
Houston and sucgested that we set up g meeting with him and
Mr. Allen to obtain the answers to several questions included in
your (ctober 10, 1972, letter. A menber of our staff called
Hr. 'aynes! office twice on October 12, 1972, and once on
October 13, 1872, but was advised on all turece occasions that
Mr. Haynes was not in his oiifice but would be in later in the day.
We left a number for Mr. Laynes to call but he did not, return our
calls,

- 11 =~
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On October 16, 1972, we adviscd your office that Mr. Haynes
had not returned oux calls, Your oifice advised us that we take
no further action on attempting to sat up a nceting with jiv. Haynes
and Me, Allen unless we were advised differcntly or unless
Hr. Haynes returned our call., we have not heard from HMr., Eaynes
ag of this date.

¥We trust that the foregoing information is responsive to
your reguests. However, if you wish for us to obtain additional
information, please advise us. i :

Due to your vequost that'we report to you by Octobor 26, 1972,
we did not have sufficient time to obtein written comments from the
Federal or non-ieceral orignizaricons on the matters discussed in
the report. WUe plan to make no further distyibution of this report
unless coples ave specilically reguested, and then we shall nmake
distyibution only atter your grrcement has been obtained ox public
pnuouncenent hias been made by you concerning the contents of this
reporie . -

Sinceyxely yours,

¢ RF.KELLER

Fpeputy " comptroller General
!  of the United States

The Honorable Wright Patmsne Chairman ,
Committee on Dauking and CQurrency ) .

House of Reopresentatives A





